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1. ECON/COMMERCIAL COUNSELOR MET OCT 24 WITH AMBASSADOR WILFREDO 
VEGA, AT LATTER’S URGENT REQUEST, TO DISCUSS PREPARATIONS 

FOR US/RP ECONOMIT TALKS. CONTRARY TO GOP NOTE TRANSMITTED 
REFTEL, VEGA SAID GOP NOW PREPARED PROCEED WITH NEGOTIATIONS 
ON BASIS PROPOSED BY U.S., BUT THAT ATTENTION HAD TO BE 
GIVEN QUOTE IN FACE SAVING WAY UNQUOTE TO REQUEST FOR 
SPECIAL CONSIDERATION ON COCONUT OIL AND MAHOGANY. 

AT ARNOLD SUGGESTION, VEGA INDICATED THAT GOP WOULD FIND 
SATISFACTORY A REPLY TO GOP NOTE (REF) ALONG FOLLOWING LINES. 

2. BEGIN TEXT. THE EMBASSY OF THE UNITED STATES OF AMERICA 
PRESENTS ITS COMPLIMENTS TO THE DEPARTMENT OF FOREIGN 
AFFAIRS OF THE REPUBLIC OF THE PHILIPPINES AND HAS THE 
HONOR TO REFER TO THE DEPARTMENT'S NOTE 75-2617 OF OCTOBER 8, 

1975 CONCERNING THE RESUMPTION OF BILATERAL TALKS BETWEEN 
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OUR TWO GOVERNMENTS ON MATTERS INVOLVING TRADE. 
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THE EMBASSY NOTES THE PARTICULAR DESIRE OF THE PHILIP- 
PINE GOVERNMENT TO EXAMINE POSSIBLE WAYS FOR DEALING 
WITH REQUESTED TARIFF ADJUSTMENTS RESPECTING PHILIPPINE 
MAHOGANY AND COCONUT OIL. THE EMBASSY ALSO TAKES 
NOTE OF THE INTEREST OF THE GOVERNMENT OF THE PHILIPPINES 
IN PURSUING DISCUSSIONS ON THESE MATTERS AFTER THE FIRST WEEK 
OF NOVEMBER 1975 IN MANILA. 

THE PROPOSAL OF THE GOVERNMENT OF THE PHILIPPINES TO 
HOLD DISCUSSIONS ON ONLY THE TWO ITEMS MENTIONED ABOVE 
POSES CERTAIN DIFFICULTIES FOR THE UNITED STATES WHICH 
THE EMBASSY WISHES TO EXPLAIN. AS INDICATED IN TALKS HELD 
IN JULY 1974, THE UNITED STATES CONSTITUTION PROVIDES TO 
THE LEGISLATIVE BRANCH THE AUTHORITY TO SET TARIFFS AND TO 
REGULATE OTHER TRADE MATTERS. IN THE TRADE ACT OF 1974 
THE UNITED STATES CONGRESS DELEGATED TO THE PRESIDENT 
NEGOTIATING AUTHORITY TO CONCLUDE TRADE AGREEMENTS EMBODYING 
TARIFF REDUCTION. THIS AUTHORITY WAS PROVIDED TO THE 
PRESIDENT IN ANTICIPATION OF MULTILATERAL TRADE NEGOTIATIONS, 
WHICH ARE NOW UNDER WAY IN GENEVA, BUT THE TRADE ACT ALSO 
PROVIDED FOR NEGOTIATIONS ON A BILATERAL BASIS UNDER CERTAIN 
CIRCUMSTANCES. IF THE PRESIDENT DETERMINED, FOR EXAMPLE, 

THAT A BILATERAL TRADE AGREEMENT IN A GIVEN INSTANCE 
WOULD MORE EFFECTIVELY PROMOTE ECONOMIC GROWWTH AND FULL 
EMPLOYMENT IN THE UNITED STATES, HE MIGHT ENTER INTO 
SUCH AN AGREEMENT. THE TRADE ACT OF 1974 CONTEMPLATED, 

HOWEVER, THAT EACH SUCH TRADE AGREEMENT WOULD PROVIDE 
FOR MUTUALLY AD V ANT AGEIOU S ECONOMIC BENEFITS. 

IN ITS NOTE NO. 765 OF SEPTEMBER 24, 1975 THE 

EMBASSY PROPOSED THAT CONSIDERATION OF THE TWO COMMODITIES 
MENTIONED IN THE DEPARTMENT'S NOTE 75-2298 WOULD BE UNDER- 
TAKEN IN THE CONTEXT OF BILATERAL TALKS ON TRADE MATTERS 
AS PART OF A LARGER NEGOTIATION ON ECONOMIC COOPERATION 
BETWEEN OUR TWO COUNTRIES. THE EMBASSY BELIEVES THAT THIS 
APPROACH NOT ONLY IS COMPLIANT WITH THE MANDATE OF THE 
CONGRESS TO CONDUCT NEGOTIATIONS UNDER THE TRADE ACT OF 
1974 BUT THAT IT ALSO PROVIDES A FULL OPPORTUNITY FOR THE 
EXAMINATION OF THE TRADE INTERESTS OF GREATEST IMPORTANCE 
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TO THE PHILIPPINES. 

IN LIGHT OF THE FOREGOING THE EMBASSY REITERATES ON 
BEHALF OF THE UNITED STATES ITS DESIRE TO UNDERTAKE WITH 
THE GOVERNMENT OF THE PHILIPPINES NEGOTIATIONS LEADING TO 
CONCLUSION OF A COMPREHENSIVE TRADE AND INVESTMENT AGREE- 
MENT. AS THE FIRST MAJOR TOPIC ON THE AGENDA FOR THESE 
TALKS, THE UNITED STATES WOULD WELCOME A REVIEW OF TRADE 
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ITEMS OF INTEREST TO OUR TWO COUNTRIES, INCLUDING THE 
PARTICULAR INTEREST EXPRESSED BY THE GOVERNMENT OF THE PHILIP- 
PINES IN THE DEPARTMENT'S NOTE NO. 75-2617 IN DISCUSSION 
OF COCONUT OIL AND PHILIPPINE MAHOGANY. 

THE EMBASSY IS PREPARED, AT THE DEPARTMENT'S CONVENIENCE, 

TO ENTER INTO DETAILED DISCUSSION OF A POSSIBLE AGENDA 
FOR THE PROPOSED TALKS AND IS AGREEABLE TO INITIATION OF 
THESE TALKS IN MANILA IN THE LATTER PART OF NOVEMBER, 1975. 

THE EMBASSY OF THE UNITED STATES OF AMERICA AVAILS 
ITSELF OF THIS OPPORTUNITY TO RENEW TO THE DEPARTMENT OF 
FOREIGN AFFAIRS THE ASSURANCES OF ITS HIGHEST CONSIDERATION. 

END TEXT. 

3. IN SAYING GOP WAS PREPARED TO UNDERTAKE OVERALL 
TRADE AND INVESTMENT TALKS, VEGA MADE A LAST DITCH TRY 
TO HOLD TALKS NARROWLY ON COCONUT OIL AND MAHOGANY. 

ARNOLD SAID ON BASIS HIS RECENT CONSULTATIONS IN WASHINGTON 
THERE WAS NO REPEAT NO ENTHUSIASM FOR TALKS ON BASIS PROPOSED BY 
GOP, AND IN ANY CASE IT WAS CLEAR THAT NO REPEAT NO 

BILATERAL CONCESSIONS COULD BE MADE EXCEPT IN CONTEXT OF 
REASONABLE RECIPROCITY. THEREFORE, THERE SEEMED TO BE NO 
MERIT IN TRYING TO LIMIT DISCUSSION AS GOP PROPOSED. VEGA 
THEN PROISSED PHILIPPINE TRADE ITEMS BE FIRST TOPIC ON 
THE AGENDA, AND HE AGREED LANGUAGE PROVIDED PARA 5 OF 
DRAFT U.S. REPLY PROPOSED ABOVE WOULD BE ACCEPTABLE. 

4. AFTER SOME TOING AND FROING VEGA SUGGESTED ON AGENDA 
AS FOLLOWS: 

A. TRADE ITEMS OF INTEREST TO THE PHILIPPINES (AN 
UPDATED REQUEST LIST) 
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B. TRADE ITEMS OF INTEEREST TO THE U.S. (JUST FOR THE 
RECORD, ARNOLD SAID THERE MAY BE SOME UPDATING OF LIST 
TABLED IN JULY 1974) 

C. DISCUSSION OF GSP 

D. FRAMEWORK OF AGREEMENT 

E. OTHER TRADE MATTERS (COULD INCUDE NTBS, E.G., 
EXCHANGE ALLOCATION PROCEDURES AND IMPORT BANS) 

F. U.S. DRAFT TREATY OF ECONOMIC COOPEATION 

G. PHILIPPINE INVESTMENT INTERESTS (UNSPECIFIED). 
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5. ON THE LIKELY FORM OF AGREEMENT, ARNOLD REITERATED 
U.S. EXPECTATION THAT DISCUSSION WOULD CENTER ON U.S. 

DRAFT AS PROVIDED IN JUNE 1974. VEGA SAID HE FAVORED A 
SINGLE AGREEMENT, QUOTE WITH PROTOCOLS WHERE MATTERS CAN- 
NOT BE PLACED PROPERLY IN THE BODY. UNQUOTE. 

6. VEGA REITERATED DESIRE EXPRESSED IN PHILIPPINE NOTE 
THAT DISCUSSIONS BE HELD IN MANILA, SUGGESTING THAT 

THE FIRST ROUND BE SCHEDULED FOR NOVEMBER 18-28, QUOTE AT 
THE SAME LEVEL AS THE JULY 1974 TALKS, UNQUOTE MEANING 
MOST LIKELY THAT HE WOULD BE IN THE CHAIR FOR THE PHILIP- 
PINES. ARNOLD SAID THERE MAY BE SOME PROBLEMS OF GETTING 
A TEAM OUT OF WASHINGTON ON THE SUGGESTED SCHEDULE, BUT 
HE WOULD REFER THE WHOLE PROPOSAL TO WASHINGTON FOR 
APPROVAL. 

7. COMMENT AND ACTION REQUESTED: VEGA'S PROPOSAL, EVEN 
WITH THE HEDGES IN IT, APPEARS TO REPRESENT THE END OF 
AN INTERNAL GOP DEBATE FROM WHICH THE U.S. POSITION HAS 
EMERGED LARGELY INTACT. WE CAN EXPECT, HOWEVER, THAT GOP 
WILL SEEK TO MOVE US AS CLOSE TO SPECIFIC TRADE CONCES- 
SIONS AS POSSIBLE BEFORE OPENING UP DISCUSSION ON INVEST- 
MENT. WE BELIEVE, THEREFORE, THAT EMBASSY SHOULD PROCEED 
IMMEDIATELY TO ANSWER THE PHILIPPINE NOTE AND WE RECOMMEND 
PROMPT APPROVAL OF OUR DRAFT PROPOSED PARA 2. DEPT 
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IS REQUESTED TO EXPEDITE CLEARANCE OF THIS TEXT SO THAT 
EMBASSY MAY RESPOND SWIFTLY TO THE VEGA INITIATIVE, 
HOPEFULLY PREVENTING THEREBY THE ONSET OF MISGIVINGS 
IN PREDICTABLE QUARTERS OF GOP: 

8. REQUEST REPLY AT THE LATEST BY COB OCTOBER 27. 

SULLIVAN 
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